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I. Introduction–Rise of the  
African consumer market1 

Previous discussions on the African economy 
have centered around the production and ex-
port of raw materials such as minerals and ag-
ricultural goods. However, the increasing pur-
chasing power of the booming African popula-
tion has created momentum for the need to 
analyze the development and potential of Af-
rica’s consumer market. The growth of Afri-
ca’s consumer market is second only to that of 
Asia and is expected to maintain growth levels 
of over 4% till 2025.2 

The growth of Africa’s consumer market 
comes from three major fronts: economic 
growth, demographic expansion and urbaniza-
tion. Coming into the 2000s, a sharp rise in 
commodity price contributed to Africa’s rapid 
economic growth. While global GDP growth 
                                           
1 Further information on the methods of calculation used 
for the outcomes mentioned in this paper can be found in 
Park, Youngho, Jae Wook Jung and Yejin Kim, Africa’s 
Rising Consumer Market and Korea’s Engagement Op-
portunity through Industrial Zones Development, 2018, 
KIEP. 
2 Bughin, Jacques, Mutsa Chironga et al., 2016, Lions on 
the Move II: Realizing the Potential of Africa’s Economies, 
McKinsey & Company, p.43.  

rates on average have remained below 3% 
since 2000, sub-Saharan Africa has grown at 
around 5%. Such economic growth was first 
led by Angola, Nigeria and other commodity-
exporting countries up to 2012, before com-
modity prices began to fall, and since then 
have been driven by countries less dependent 
on commodity exports, such as Ethiopia and 
Rwanda, who have shown annual growth rates 
of 8-9% since 2000. Such growth has 
strengthened Africa’s middle income class and 
their spending power, as can be witnessed by 
the number of global retail stores and brands 
that have expanded into Africa. The African 
consumer market will continue to expand as 
Africa’s economic drive is expected to contin-
ue with improving business environments and 
the increase and diversification of foreign in-
vestments. As a matter of fact, since 2000 FDI 
into sub-Saharan Africa has increased eight 
fold at the most in 2012, with a large bulk 
headed towards western and eastern Africa.3 

In addition to economic growth, the African 
population is also expanding at high speed. 
Asia currently has the largest population 
among all continents at 4.4 billion, which is 
                                           
3 UNCTAD Data Center. 
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almost four times the size of the African popu-
lation.4 However, by 2100 the gap with Asia 
will narrow considerably, with Africa’s popu-
lation growing to 4.4 billion while Asia reach-
es 4.9 billion. Also, Africa is the only region 
where the working population (ages 15-59) 
will continue to expand which is expected to 
contribute between 0.2%-2.3% to Africa’s an-
nual GDP growth.5 If adequate jobs are creat-
ed and filled with sufficient skilled labor, the 
combination of economic growth and popula-
tion increase will strengthen Africa’s spending 
power. 

Much of Africa’s population boom is happen-
ing in urban areas. Although Africa’s urban 
population is the lowest amongst other regions, 
it is expected to grow by approximately 2.7 
times to reach 1.3 billion in 2050.6 With the 
growing size of the urban middle class, spend-
ing power and household expenditure have 
also increased. For example, per capita ex-
penditure for consumer goods in Nairobi 
(Kenya) is three times larger than the national 
average.7 The disposable income of the urban 
population is expected to grow by 5.6% annu-
ally, leading to developments in the electron-
ics market, medical and financial services, and 
the leisure industry, creating new spending 
patterns and trends. 

 

                                           
4 UNDESA, 2015, World Population Prospects: The 2015 
Revision, Key Findings and Advance Tables, Working Paper 
No. ESA/P/WP.241, p.1. 
5 Ahmed, S. Amer, Marcio Cruz, Delfin S. Go, Maryla 
Maliszewska, and Israel Osorio-Rodarte, 2014, How Signif-
icant is Africa’s Demographic Dividend for its Future 
Growth and Poverty Reduction? Policy Research Working 
Paper 7134, World Bank, p.14.  
6  UNDESA, 2014, World Urbanization Prospects 2014 
Revision, pp.37-38. 
7 Bughin, Jacques, Mutsa Chironga et al., 2016, Lions on 
the Move II: Realizing the Potential of Africa’s Economies. 
McKinsey & Company, p.54.  

II. Characteristics of the Afri-
can consumer market 

Unfortunately, fragmentation of the African 
market is limiting market integration and mo-
bility. The underdevelopment of logistics in-
frastructure between and within countries, as 
well as political and institutional barriers to 
trade, is hindering the growth of intra-regional 
trade. While the intra-EU trade volume totals 
62% of the EU’s entire trade, that of Africa 
remains at 14%.8 As a result, it costs more to 
move goods from Kenya to Burundi than it 
does from the UK to Kenya. 

One interesting phenomenon in the African 
consumer market is the extent to which Chi-
nese goods are traded in Africa. The penetra-
tion of Chinese goods into Africa has grown 
exponentially, from a market share of 2% in 
1995 to 15% in 2015, becoming Africa’s larg-
est trading partner. 9 Two factors that have 
contributed to this procession are the low price 
of Chinese goods, and efforts of the Chinese 
government to improve economic, political, 
military and cultural relations with Africa. In 
addition to being the largest investor in Africa, 
China has provided 37 times the amount in 
loans than the US during 2000-2015. As a 
consequence, cheap Chinese goods ranging 
from textiles to agricultural machinery and 
electronics have penetrated not only urban ar-
eas but also rural neighborhoods. 

As can be inferred by the scale of Chinese 
goods imports, Africa is heavily dependent on 
the import of manufactured goods. Although 
Africa is a major producer of agricultural 
products, the lack of skills and infrastructure 

                                           
8 Carlos Lopes, June 2016, “Inching toward Integration” 
Finance and Development, IMF, p.19.  
9  COMTRADE, https://comtrade.un.org/ (accessed 
2017.04.30).  
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to process raw materials has hindered produc-
tion of processed goods to the extent that Afri-
ca imports around a third of the total con-
sumed processed food and drinks and two 
thirds of technology-intensive products such 
as cars and chemical products.10 Manufactur-
ing contributes only 7% to the total GDP on 
average, leading to concerns that Africa is ac-
tually deindustrializing.11  

Meanwhile, Africa’s potential consumer class 
is estimated to increase by 40% over the next 
10 years.12 This means that by 2025, around 
100 million people will have enough income 
to be able to purchase a car, while 700 million 
will be potential consumers of cellphones. 
Much of this development will be led by east-
ern and western Africa.  

 

III. Utilization of industrial 
zones as a means to max-
imize engagement with the 
African consumer market 

However, Korea’s engagement with the Afri-
can consumer market has been quite limited. 
Exports to Africa make up barely 2% of Ko-
rea’s total exports while that of imports re-
mains around 1%. This is due to the low de-
gree of cost-competitiveness arising from the 
geographical distance and competition from 
cheap Chinese goods in addition to the histori-
cal proximity of European markets. Therefore, 

                                           
10 Bughin, Jacques, Mutsa Chironga et al., 2016, Lions on 
the Move II: Realizing the Potential of Africa’s Economies, 
McKinsey & Company, p.17.  
11 UNECA, 2017, Urbanization and Industrialization for 
Africa’s Transformation, UNECA, p.41. 
12 The potential consumer class size is estimated based on 
the statistical data of C-GIDD (Canback Global Income 
Distribution Database) and size of the population that own 
or are capable of possessing cars and cellphones, two dura-
ble goods that Korea is a major exporter of.  

having direct access to the market without lo-
gistical handicaps would be an effective 
means to access the African market.  

Such circumstances call for the need to con-
sider production on-site, particularly through 
local industrial zones. Industrial zones are 
clusters of planning and production sites that 
create an agglomeration of economics. Indus-
trial zones have led economic development in 
many countries, including Korea. African 
governments are also keenly encouraging the 
creation of industrial zones as a means to de-
velop their stagnant manufacturing sectors. 
Various tax incentives and waivers of visa 
regulations are being provided to encourage 
foreign investment and participation in indus-
trial zones. Currently 30 countries have con-
structed or are constructing industrial zones in 
Africa.13 

In addition to government incentives, utilizing 
local industrial zones would be ideal in that 
firms will be able to closely monitor market 
trends and produce tailored goods that satisfy 
the needs of the local consumers. Such an ap-
proach is especially important for Africa be-
cause the general definition of a middle in-
come class is different from the purchasing 
power of global middle incomers.  

Moreover, production from within would 
mean bypassing high tariffs and customs ap-
plied to imported goods by the regional eco-
nomic blocs in Africa.14 For example, around 
                                           
13 There are five in northern Africa (Egypt, Algeria, Mo-
rocco, Tunisia, Sudan) and 25 in sub-Saharan Africa (Mau-
ritius, Liberia, Senegal, Djibouti, Togo, Cameroon, Ghana, 
Kenya, Madagascar, Malawi, Mozambique, Namibia, Nige-
ria, Seychelles, Zimbabwe, Equatorial Guinea, Rwanda, 
Uganda, Burundi, Botswana, DRC, Ethiopia, Gabon, South 
Africa, Tanzania, Zambia, Mali).  
14 There are eight regional economic blocs active in Africa 
including SADC (South African Development Community), 
ECOWAS (Economic Community of Western African 
States), EAC (East African Community) and COMESA 
(Common Market for Eastern and Southern Africa). A tri-
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85% of trade within SADC is traded without 
tariffs while the EAC has agreed on a common 
external tariff rate of 10% and 25% for inter-
mediate goods and finished goods respectively. 
EAC has also standardized customs clearance 
measures so that once approved at Dar es Sa-
laam or Mombasa port, no extra clearance 
procedure is required at the borders of the in-
land countries.  

Although the African consumer market is on 
the rise, its size is yet restricted. Therefore, 
analyzing ways to engage with offshore mar-
kets to export Africa-produced goods will also 
be necessary. Africa currently has preferential 
trade agreements with the US and the EU that 
offer a gateway for better access to the US and 
European markets. The Africa Growth and 
Opportunity Act (AGOA) provides quota and 
duty-free access to the US for a wide selection 
of items produced in eligible African countries, 
in addition to items eligible under the GSP. 
The Everything But Arms (EBA) policy by 
the EU also allows for quota and duty-free 
access of all goods produced in the least de-
veloped countries, with the exception of arms, 
to the EU as part of the GSP.  

 

IV. Strategic regions and 
products as entry points 

Considering the diverse structures and devel-
opment stages of the different countries in Af-
rica, entry points have been prioritized. Core 
products for local production have also been 
identified considering Korea’s manufacturing 
competitiveness and local demand.  

1. Countries 

                                                              
partite FTA was also signed in 2015 between COMESA, 
EAC and SADC, linking 26 countries. 

Based on a qualitative analysis of numerous 
interviews with experts and a quantitative 
analysis of a country’s 1) growth potential, 2) 
investment environment, 3) intra-regional in-
tegration levels, 4) economic cooperation pro-
spects with Korea and 5) access to advanced 
country markets, a list of priority countries 
was constructed as illustrated in table 1.   

 
Table 1. Ranking of strategically important 

countries  

Rank Country Region 
1 Ethiopia East Africa 
2 South Africa South Africa 
3 Tanzania East Africa 
4 Kenya East Africa 
5 Senegal West Africa 
6 Uganda East Africa 
7 Rwanda East Africa 
8 Ghana West Africa 
9 Nigeria West Africa 

10 Mozambique East Africa 
11 Madagascar East Africa 
12 Gabon West Africa 
13 DRC Central Africa 
14 Botswana South Africa 
15 Angola West Africa 

Note: Ranking based on the author’s calculations.  

Interestingly, countries primarily from East 
Africa top the list. This is not only because of 
East Africa’s relative political stability but 
also because Africa’s center of economic 
gravity is shifting from the west to the east as 
business environments are improved. Moreo-
ver, intra-regional trade is stronger between 
EAC countries than in other regional econom-
ic groups. According to the Africa Regional 
Integration Index Report 2016, EAC shows 
the strongest regional integration, especially in 
terms of trade integration and productive inte-
gration.15  

Amongst the East African nations, Ethiopia 
ranks first because of its low labor cost, high 

                                           
15 AU, AfDB and UNECA, 2016, Africa Regional Integra-
tion Index Report 2016, UNECA, pp.12-13.  
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economic growth rate, population of 100 mil-
lion, on-going development of logistics infra-
structures, and construction of the Renaissance 
Dam to shore up power supply. Wage for un-
skilled labor is a third of Vietnam’s while 
Tanzania, who ranks third on the list, is simi-
lar to that of Vietnam.16 Korea has already 
agreed to build a textile industrial complex in 
Adama, which is 74 km from Addis Ababa. 
Other countries such as South Africa and Ni-
geria are also ranked high due to their relative-
ly well-developed manufacturing base and size 
of economy. Nigeria also has the largest popu-
lation in Africa at 190 million.  

2. Products 

Potential strategic products for production 
from industrial zones in Africa were evaluated 
using the Product Space analysis tool for the 
14 major countries ranked above in considera-
tion of Korea’s relative export competitiveness. 
Botswana was excluded due to insufficient 
trade data. 

 
Table 2. Short-term and long-term strategic 

items by country  

Country Short-term 
items 

Long-term 
items 

Ethiopia Vegetable prod-
ucts, textiles, 
animal products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

South Africa Mineral prod-
ucts, chemical 
products, non-
metallic goods 

Nonmetallic 
goods, machin-
ery, chemical 
products 

Tanzania Vegetable prod-
ucts, prepared 
foodstuff, animal 
products, min-
eral products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Kenya Vegetable prod-
ucts, textiles, 
animal products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

                                           
16 Newman, Carol, John Page, John Rand, Abebe Shemeles, 
Måns Söderbom and Finn Tarp, 2016, Made in Africa: 
Learning to compete in industry, Brookings Institution, p.73.  

Senegal Vegetable prod-
ucts, prepared 
foodstuff, animal 
products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Uganda Vegetable prod-
ucts, prepared 
foodstuff, animal 
products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Rwanda Vegetable prod-
ucts, prepared 
foodstuff, animal 
products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Ghana Vegetable prod-
ucts, prepared 
foodstuff 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Nigeria Vegetable prod-
ucts, nonmetal-
lic goods, min-
eral products 

Chemical prod-
ucts, machinery, 
nonmetallic 
goods 

Mozambique Vegetable prod-
ucts, mineral 
products, non-
metallic goods 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Madagascar Textiles, vege-
table products, 
animal products 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

Gabon Wood products, 
machinery, 
nonmetallic 
goods 

Machinery, 
chemical prod-
ucts, nonmetallic 
goods 

DRC Mineral prod-
ucts, nonmetal-
lic goods, chem-
ical products 

Chemical prod-
ucts, machinery, 
nonmetallic 
goods 

Angola Chemical prod-
ucts, mineral 
products, non-
metallic goods 

Chemical prod-
ucts, machinery, 
nonmetallic 
goods 

Note: Classification based on the author’s calculations. 

In line with Africa’s major industries, many 
items that ranked at the top as short-term stra-
tegic products were items related to agriculture 
or minerals that require low levels of pro-
cessing technology. However, core industries 
and items showed some difference by country. 
For example, reflecting the relative diversity 
of industries in South Africa, items related to 
minerals and precious metals, as well as a few 
chemical products, were mostly listed as short-
term strategic products for South Africa. Light 
vessels, and other machineries were listed as 
potential strategic products for Nigeria. East 
African countries such as Ethiopia and Kenya 
showed strong potential in the production of 
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items related to the textiles industry. Others 
such as Ghana, Senegal, Uganda and Rwanda 
showed strength in agricultural products and 
minerals. However, Korea does not have high 
levels of export competitiveness in the short 
term as it does not directly export most of the 
goods identified in the short-term strategic 
items list.  

Items varied less in the long term because 
most countries in Africa have low levels of 
economic complexity and thus the variation 
for opportunity gains between countries was 
low. Top ranking items included machinery, 
chemicals and nonmetallic minerals for most 
countries. Major minerals and oil exporting 
countries like South Africa, Nigeria and Ango-
la showed particular tendency for such items 
but in general, countries showed similar levels 
of gravity. Overall, the export competitiveness 
for Korea was higher for long-term strategic 
products Therefore, such items should be pri-
oritized when planning long-term economic 
cooperation policies with the selected coun-
tries.  

 
V. Conclusion  

Despite the many advantages of the industrial 
zones in Africa and the willingness of African 
governments to foster growth, they still lack 
relevant infrastructure, policies and skills 
while considerable improvements in the busi-
ness environment and elimination of corrup-
tion will be vital. Around 44 hours per month 
on average are lost due to blackouts while it 
takes twice the time for a product to be ex-
ported from the industrial zones in Africa in 
comparison to competing countries. 17  The 

                                           
17 Newman, Carol, and John Page, 2017, Industrial Clus-
ters: The case for Special Economic Zones in Africa, WID-
ER Working Paper 2017/15, United Nations University, 
pp.22-23. 

issue of land ownership has also been a long 
challenge in Africa. As a result, only a handful 
of countries such as Ethiopia and Ghana are 
considered as successfully operating areas.  

China has been at the forefront of building 
industrial zones specifically for use by Chi-
nese companies such as the Ethiopia Eastern 
Industrial Park or the Mauritius Jinfei Eco-
nomic and Trade Cooperative Zone. However, 
for a relatively small country such as Korea to 
construct and operate industrial zones unilat-
erally would pose many dangers. An alterna-
tive would be to make use of existing industri-
al zones or create new industrial zones in part-
nership with the local government. An oppor-
tunity to engage with Kenya was presented in 
2016 when the Korean government signed an 
MOU with the Kenyan government to form a 
Korean industrial zone. Specific roadmaps 
have yet to emerge and therefore, a thorough 
analysis of the advantages and dangers should 
proceed first.  

If industrial zones are fully and appropriately 
utilized Korea can strengthen its economic 
cooperation with African countries and pro-
vide for the prospective consumer market of 
more than a billion people.  
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